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The U.K. Treasury statement on the $934 million de- 
crease in reserves in the fourth quarter of 1951 (see this 
News Survey, Vol. IV, p. 206) attributes the deficit to 
three main causes. The first is a decline in export earn- 
ings from the dollar area. This applies not only to the 
United Kingdom but also to outer sterling area countries. 
The United States bought no tin during the period, and 
strategic stockpiling of wool and rubber appears to have 
been suspended. Secondly, sterling area imports from 
the dollar area continued at a high level. U.K. imports 
normally reach a peak in the third quarter, but in 1951 
they were maintained at the same level throughout the 
fourth quarter. This import expenditure, however, in- 
cluded the cost of acquiring large strategic stocks of raw 
materials. Thirdly, heavy imports, not only by the United 
Kingdom but also by the outer sterling area, from OEEC 


INTERNATIONAL MONETARY FUND ‘“e* 


U.K. Gold and 


~ January 18, 1952 


Dollar Reserves 


countries resulted in payments of $98 million (not $78 
million as reported in the source quoted in last week’s 
News Survey) to EPU in partial settlement of the deficit 
incurred. 


While the total gold and dollar deficit in the fourth 
quarter amounted to $940 million, $6 million was re- 
ceived from Marshall Aid funds for goods “in the pipe- 
line,” which lowered the decrease in reserves to $934 
million. The Chancellor of the Exchequer had stated in 
November that the gold and dollar deficit in October had 
been $320 million; if adjustment is made for the $176 
million paid at the end of the year for the servicing of the 
U.S. and Canadian loans, it appears that the rate of deficit 
was lower in November and December. 


Source: The Times, London, England, January 8, 1952. 


Par Value of Ceylon Rupee 


The International Monetary Fund announced on Jan- 
uary 17 the establishment of the initial par value for the 
Ceylon rupee at 4.76190 rupees per U.S. dollar. The 
parities for the Ceylon rupee in terms of gold and in 
terms of the U.S. dollar of the weight and fineness in 
effect on July 1, 1944 are as follows: 0.186621 gram of 


On January 11, the International Bank for Recon- 
struction and Development made a loan of $29,700,000 
for electric power development in Mexico. The loan will 
be used to finance imports of equipment and materials 
needed to carry out seven major projects in the 1952-55 
construction program of Mexico’s Federal Electricity 
Commission. It is for a term of 25 years and bears in- 
terest at the rate of 41% per cent per annum, including 
the 1 per cent commission which, in accordance with the 
Bank’s Articles of Agreement, is allocated to its special 
reserve. Amortization payments will begin in 1955. 

The joint borrowers are the Comisién Federal de Elec- 
tricidad (Federal Electricity Commission), a govern- 
ment agency charged with the development of electric 
power, and Nacional Financiera, the official financing 
institution of the Mexican Government, whose functions 
include the negotiation of foreign loans on behalf of the 
Government. The loan is guaranteed by the Mexican 
Government. 

This is the Bank’s third power loan in Mexico; one 
was made in 1949 to the Commission, and another in 
1950 to the privately-owned Mexican Light and Power 









IBRD Loan to Mexico 


fine gold per Ceylon rupee; 166.667 Ceylon rupees per 
troy ounce of fine gold; 4.76190 Ceylon rupees per U.S. 
dollar; 21.0000 U.S. cents per Ceylon rupee. 


Source: International Monetary Fund, Press Release No. 
179, Washington, D. C., January 17, 1952. 


Co., Ltd. When the projects in the Commission’s current 
program are completed, the Bank, by its three loans, will 
have contributed, by an additional 700,000 kilowatts, to 
a near doubling of electric generating capacity in Mexico 
—from 1,000,000 kw in 1948 to 1,850,000 kw in 1955. 
Because of the rapid growth of the country’s population 
and industry, this increase will be sufficient only to cover 
the most essential requirements. 


The projects to be financed under the recent loan will 
consist of two hydroelectric plants, four steam electric 
stations, and the extension of distribution facilities. The 
projects are located in widely different parts of the 
country. Some of them will serve areas, such as Mexico 
City and Monterrey, where industrial development has 
tended to outrun the supply of power; others will help 
stimulate the development of agriculture and industry in 
relatively undeveloped regions, such as Yucatan and 
Lower California. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
January 11, 1952. 
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Anglo-American Metals Agreement 


Under a tripartite agreement for the exchange of metals, 
reached by the United States, Great Britain, and Canada, 
the United States will furnish Great Britain about one 
million tons of additional steel during 1952; in return 
Great Britain will make available to the United States 
about 33 million pounds of Canadian aluminum origi- 
nally earmarked for delivery to Great Britain. The 
resumption of U.S. tin imports is also assured under the 
agreement, with the British Government furnishing 
20,000 tons of Malayan tin at a fixed price of US$1.18 
per pound during the year. This price is, roughly, that 
in the Singapore market in recent months. 

The agreement is advantageous to both Great Britain 
and the United States. Added U.S. aluminum imports 
will prevent further sharp cuts in domestic allocations of 
the metal. The resumption of tin purchases will also 
alleviate domestic shortages, as well as provide needed 
dollar exchange to the sterling area. The additional steel 
will enable Great Britain to maintain its defense pro- 
duction and the higher level of exports needed to correct 
recent balance of payments difficulties. 

Source: The Washington Post, Washington, D. C., Jan- 
uary 15, 1952. 


Europe 


Price Developments in France 
The French index of wholesale prices at the end of 


December 1951 was 151.5 (1949 100), 0.5 per cent 
higher than at the end of November. The rise had been 
3 per cent in September, 6 per cent in October, and 3 
per cent in November. Wholesale prices for food prod- 
ucts increased by 2.5 per cent in December, while the 
index for industrial products dropped by 0.3 per cent 
and that for fuel by 0.9 per cent. The indices for im- 
ported goods showed only negligible changes. The cost 
of living index was 142.9 (1949= 100), a rise of 1.8 
per cent from the November figure. 


Source: Agence Economique et Financiére, Paris, France, 
January 5, 1952. 

Norway’s Monetary Situation 

Net foreign exchange assets acquired in 1951 by the 
Bank of Norway amounted to some 218 million kroner. 
Certain internal financial transactions also contributed 
to an expansion of the money supply: in March some 500 
million kroner of blocked deposits was released, and in 
May 400 million kroner from the blocked regulation 
account was placed at the disposal of the state banks. As 
a result of these expansionary tendencies, the total volume 
of notes and demand deposits with the Bank of Norway 
rose from 5,696 million kroner at the end of 1950 to 
6,556 million kroner at the end of 1951. These figures 
include ECA and EPU counterpart deposits which rose 
by 615 million kroner during the year. 

The supply of fresh liquid funds to the banking system 
was considerably less than the increase in total notes and 
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demand deposits, since an amount equal to the deposits 
in the ECA and EPU counterpart funds was withdrawn 
from circulation. Nevertheless, the liquidity position of 
joint stock banks and savings banks improved. Whereas 
these banks’ demand deposits with the Bank of Norway 


had dropped from 739 million kroner at the beginning of } 
1951 to 603 million kroner on March 7, they subsequently [| 
increased, as a result of the expansion of Central Bank | 
credit; at the end of December they were 1,038 million [ 


kroner. According to prewar standards this is an ex- 


ceptionally large amount of primary liquid funds, but | 


in the present situation the banks find it necessary to keep 
rather large reserves in order to be able to meet any 
demand arising from the substantial amount of demand 
deposits. Because of their improved liquidity, the banks 
were able to expand their loans and discounts by 18 per 
cent during the first 11 months of the year. This corre- 
sponds, however, to the increase in wholesale prices in 
the same period. 

Despite the increased liquidity of the banking system, 
bond prices fell during the year: 2.5 per cent long-term 
government bonds which were quoted at 93 per cent of 


par at the beginning of 1951 were below 90 per cent in 


December. Mortgage banks, which are not permitted to 
issue bonds bearing more than 2.5 per cent normal in- 
terest, were not able to obtain funds on the market and 
special measures were necessary to furnish them with 
capital. As mentioned above, 400 million kroner was 
released for that purpose from the blocked regulation 
account; by the year end, this had already been spent, 
and the mortgage banks operating under government 
guarantee were again in a difficult position. Their prob- 
lem was being considered by the Financial and Monetary 
Advisory Committee, but no decision had been taken. 
Either interest rates will have to be raised or liquid funds 
must be supplied from sources other than the bond market. 


Sources: Statistisk Sentralbyra, Manedsstatistikk over de 
norske private aksjebanker og sparebanker, No- 
vember 1951, and Norges Bank, Bulletin, De- 
cember 20, 1951, and Weekly Statements, 1951, 
Oslo, Norway. 


Italy’s Fiscal Reform 

The report of the Italian Minister of Finance to Par- 
liament on the initial results of the fiscal reform (see 
this News Survey, Vol. III, p. 231) indicates that tax- 
payers reported 309 billion lire of taxable income for 
1951. In addition, an estimated 250 billion lire has been 
reported by taxpayers whose tax deductions are made at 
the source and from whom declarations are not required. 
According to estimates of the Italian Institute of Statis- 
tics, total personal income in Italy should be around 
6,000 billion lire, of which, however, 5,000 billion repre- 
sent individual incomes lower than the taxable minimum. 
It should be recalled that the new fiscal law, while being 
more severe as far as penalties for income reports are 
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concerned, is far more liberal in respect to exemptions, 
especially as applied to the lower income brackets. 

On the assumption that personal taxable income cur- 
rently amounts to around 1,000 billion lire, tax evasion 
may be estimated at some 40 per cent. Evasion was much 
greater in the high income brackets than in the medium 
income groups. Only 766 declarations reported taxable 
annual income in excess of 10 million lire (US$16,000) ; 
of this total, 25 declared incomes in excess of 50 million 
lire (including one for more than 400 million lire). 
Source: Jl Commercio 24 Ore, Milan, Italy, December 

14, 1951. 


Germany’s Postwar Foreign Debts 

The Tripartite Commission on German debts announced 
on December 10, 1951 the conclusion of a series of meet- 
ings in London to determine the general lines of a settle- 
ment of the claims arising from the postwar economic 
assistance given to Germany by the Governments of the 
United Kingdom, France, and the United States (see this 
News Survey, Vol. III, p. 400). In the exchange of notes 
of March 6, 1951 between the Allied High Commission 
and the German Federal Government, the priority of 
these claims over all other claims had already been rec- 
ognized. The three Governments, however, made it clear 
that they would be prepared to modify this priority in 
order to make possible a comprehensive and equitable 
settlement of the German debt problem. The Govern- 
ments are prepared to make concessions regarding the 
amounts of their claims for postwar assistance conditional 
on the achievement of a satisfactory and equitable settle- 
ment of Germany’s prewar debts. 

In settlement of its claim of $3.2 billion, the U.S. Gov- 
ernment is now prepared to accept about $1.2 billion, 
which will bear interest at 24 per cent per annum and 
will be payable in 35 annual installments of about $52 
million each. The United Kingdom is prepared to accept 
£150 million in settlement of its total claim of £201 mil- 
lion, to waive all interest on this amount, and to accept 
repayment over 20 years in equal amounts of £7.5 million 
($21 million). The French Government, in settlement 
of its claim of $15.7 million, is prepared to accept 
$11,840,000, to waive all interest on this amount, and ¢o 
accept repayment in French francs over 20 years in equa! 
amounts of $592,000. These proposals include the 
amounts due under certain surplus property agreements. 

The Tripartite Commission has intimated that in its 
view the proposed concessions provide an adequate eco- 
nomic and financial basis for achieving a settlement of 
Germany’s prewar debts which will be fair and equitable 
for all concerned. 

At the middle of January it was announced that an 
international conference on prewar debts—in which 30 
countries will participate—will be held in London on 
February 28. 


Sources: The Times, London, England, December 11, 


1951; The Washington Post, Washington, D. C., 
January 15, 1952. 


Middle East 
Review of Egyptian Economy 

In reviewing the condition of the cotton exchange and 
of the Egyptian economy as a whole in 1951, the Chair- 
man of the Committee of the Egyptian Cotton Exchange 
said that the year had been characterized by wild fluctua- 
tions in the cotton market. A record increase in prices 
was followed by a sharp decline. The Government then 
set minimum prices and bought about 1.25 million 
kantars at those prices. Later, the Government abolished 
the minimum prices and allowed fluctuations, first of 1 
per cent and then of 2 per cent daily, over quotations of 
previous days. 

In the Chairman’s opinion, the chief problem of the 
Egyptian economy in recent years has been one of credit, 
stability, and security. As examples of instability and 
insecurity, he stated that the high cotton prices had no 
favorable effect on the stock market, and that foreign 
investors were reluctant to continue investing capital in 
Egypt and in Egyptian securities. Apart from political 
problems, the reasons for this reluctance are the increas- 
ing tax burden and the obstacles encountered in dealing 
with government agencies. He stated that in 1951 the 
State collected about LE230 million in taxes, or more 
than one third of the national income which is estimated 
to be about LE650 million. 

The Chairman emphasized that the position of the 
Egyptian currency is strong. Note circulation reached 
the record figure of LE215 million in 1951, compared 
with LE190 million in 1950. He mentioned the possi- 
bility of the reopening of the Liverpool cotton market, 
and said that such reopening might have stabilizing 
effects on the Alexandria cotton market. 

In commenting on the Chairman’s remarks, the gov- 
ernment commissioner in the cotton exchange stressed the 
fact that the cotton market is a public institution, and that 
the Government should intervene to ensure that market 
prices reflected real values. 

The Chairman of the stock exchange announced that 
1] new companies, with capital of LE4.4 million, had 
been admitted to the official market, and that 3 companies 
had increased their capital by LE837,000. He attributed 
the market dullness through the year to the political 
crises and increasing taxes. The economic position of 
Egypt is very healthy and companies pay dividends of 
5-8 per cent in contrast to companies abroad that pay 
only about 3 per cent. 

Source: Al Ahram, Cairo, Egypt, December 29, 1951 
Currency System in Libya 

Around the middle of January the Libyan pound will 
be substituted for the currencies that have been circulat- 
ing in the new independent Kingdom of Libya. The 
British Treasury announced that as of January 3, 1952 
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Libya would be included in the sterling area for the 
purpose of the Exchange Control Act of 1947. The 
Libyan pound will be freely convertible into sterling. 

The Libyan authorities had hoped to be able to in- 
troduce the currency change at the time of the Declaration 
of Independence of Libya, but apparently there has been 
some delay in the printing of the new currency. The 
Libyan pound will be divided into 100 piastres. One 
pound notes, one-half pound notes, and one-quarter 
pound notes will be issued, as well as ten, five, two, and 
one piastre coins. 

At present, there are three different currencies in cir- 
culation: the military authority lira in Tripolitania, the 
official rate of which is 480 to the pound sterling; the 
Egyptian pound in Cyrenaica; and the French Colonial 
franc in Fezzan. These currencies will be legal tender 
for three months after the beginning of the change-over 
operations, which will be conducted by the Libyan Ex- 
change and Currency Board, to which assistance will be 
given by several Bank of England officials during the 
time of the change-over. 

Sources: The Financial Times, December 17, 1951, and 
The Times, January 3, 1952, London, England. 
New Export Bank in Israel 

In line with the present drive to increase exports, the 
Israeli Ministry of Commerce plans to establish a bank 
to handle all financial transactions connected with ex- 
ports. Its functions will include the control of requests 
for the financing of raw material procurements submitted 
by manufacturers producing for export. The capital of 
the bank is expected to be between US$4 million and 
US$5 million, part of which will be raised abroad. 
Source: The Financial Times, London, England, Jan- 

uary 2, 1952. 


Oil Refining in Israel 

The Israeli Government has established the Israel Fuel 
Corporation, Limited, for the purpose of promoting oil 
activities. The company’s capital of 1£650,000 is pro- 
vided partly by the Government and partly by private 
agencies. The chief activity of the company at first will 
be to import crude oil to be refined in Haifa installations 
for the domestic market. Oil products comprise the 
largest single category of Israel’s imports, and it is ex- 
pected that the operations of the new company will result 
in substantial foreign exchange savings. 
Source: Israel Office of Information, Jsrael Digest, New 

York, N. Y., December 28, 1951. 


Syrian Government Loans to National Companies 

Loans accorded by the Syrian Government to the State 
National Companies (i.e., some industrial institutions for 
weaving, spinning, dyeing, and sugar and glass produc- 
tion) total LS 14 million. The Government decided to give 
a six months’ moratorium to companies that have been 
unable to meet their obligations. The Syrian authorities 
are studying a project for creating an industrial bank that 
would finance the national industries. 
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Source: Le Commerce du Levant, Beirut, Lebanon, De- 
cember 26, 1951. 

Development Projects in Lebanon 

The director of the Point Four Program in the Middle 
East has outlined a self-liquidating electrification project 
in Lebanon—the Litani River project—that will set a 
pattern for similar developments in the Middle East. 
The project would help Lebanon’s industry to keep pace 
with her agricultural potential. Loans for the under- 
taking will come from either the Export-Import Bank of 
Washington or the International Bank for Reconstruction 
and Development. The project would pay for itself in a 
few years, even if the power were sold at low rates. 

The Latakia Port Administration has awarded the 
contract for the Latakia port works to the Schneider 
Company of France. Bids were submitted by seven 
international companies (British, French, Danish, Ger- 
man, and Italian). Nine companies (3 French, 2 Dutch, 
2 German, and 2 Syrian) have submitted bids for the 
Ghab Valley development scheme. 
Source: Middle East Economist and Financial Service, 

Forest Hills, N. Y., December 1951. 

lran’s Foreign Exchange Policy 

The Iranian Government has authorized the Foreign 
Exchange Commission to take the steps necessary (o 
ensure a balance between Iran’s foreign exchange ex- 
penditures and receipts. All foreign exchange trans- 
actions have been put under the jurisdiction of the Com- 
mission, which is empowered to refuse licenses for for- 
eign exchange purchases from countries with which Iran 
has a deficit. The Commission has decided that all for- 
eign exchange requirements—except those for 36 items 
considered essential and for which the Bank Melli Iran 
may grant foreign exchange without the Commission’s 
license—will henceforth be subject to individual licensing 
by the Commission. 
Source: Ettéla’at, Teheran, Iran, January 1, 1952. 


Far East 

India’s Cloth Exports 

The cloth export policy of India for the first half of 
1952 reflects the Government’s efforts to provide for 
domestic consumption and also maintain overseas 
markets. New licenses for the export of 250 million yards 
of cloth will be issued; this will be in addition to the 
180 million yards carried over from the quotas covered 
by licenses issued in 1951. According to present esti- 
mates, total cloth exports in 1952 will amount to about 
500 million yards, compared with 844 million in 1951 
and 1,120 million in 1950. Thus there has been a pro- 
gressive reduction since 1950 when large exports led to 
acute scarcity in the home market. To ensure uniformly 
adequate supplies to domestic consumers, shipments 
permitted before the end of March will not exceed 40 per 
cent of the quantity covered by a license; the remainder 


will be exported later. 
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Source: The Statesman (Overseas Edition), Calcutta, 
India, January 5, 1952. 


Indian Cotton Production 
The area under cotton in India during the agricultural 
year 1951-52 is expected to be 20.9 per cent higher than 
in 1950-51. This estimate, by the Ministry of Food 
and Agriculture, is based on land sown through Septem- 
ber of each year. Indian cotton production in 1950-51 
amounted to 2,926,000 bales of 392 pounds each. 
Sources: Reserve Bank of India Bulletin, October 1951, 
and The Times of India, December 11, 1951, 
Bombay, India. 


Burma Rice for Ceylon 

The Burma-Ceylon rice agreement, under which Ceylon 
received 400,000 tons, expired at the end of December 
1951. Ceylon intends to renew this agreement for 1952 
to cover 600,000 tons. Requirements for the year are 
500,000 tons; the extra 100,000 tons are to build up an 
emergency food reserve. It is reported that Burma is 
contemplating an increase in the price of rice. An 
increase of one Ceylon cent per measure (two pounds) 
would require an additional food subsidy of Rs 4.5 mil- 
lion by the Ceylon Government. 
Source: Ceylon News, Colombo, Ceylon, December 6, 

1951. 


Thailand’s New Rice Policy 

The Ministry of Commerce of Thailand has announced 
that 1.1 million tons of rice will be available for export 
in 1952, but that 0.3 million tons will be kept on hand 
as a reserve to prevent an upsurge of domestic rice prices. 
If prices remain firm, this reserve stock will be released 
for export by October 1952. Rice export prices have 
been increased. 
Source: Far East Trader, New York, N. Y., January 9, 

1952. 


Malayan Loan 

The Government of the Federation of Malaya has an- 
nounced the domestic issue of a Mal$32 million loan to 
aid in financing postwar rehabilitation and development 
projects, whose total cost is estimated at Mal$100 million. 
About one half of this total has already been met by a 
loan of £8,050,000 at 3 per cent, issued in London in 
1949. The domestic loan is issued at 334 per cent; the 
principal will be repaid not later than November 30, 
1971; and the Government will have the option of re- 
demption at par on or after December 1, 1961. A sink- 
ing fund will be set up in May 1952. The development 
projects include drainage and irrigation schemes, road 
construction, water and electricity supplies, railways, 
telecommunications, and veterinary and housing pro- 
grams. 


Source: Far Eastern Economic Review, Hong Kong, 


October 11, 1951. 
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China’s Foreign Trade 

In the first nine months of 1951, the volume of trade 
of the Chinese mainland with communist countries ex- 
ceeded its trade with the rest of the world. The Soviet 
Union alone accounted for 44.7 per cent of China’s im- 
ports in this period and for 51.5 per cent of its exports; 
Eastern European countries associated with the Soviet 
Union accounted for 25.3 per cent of imports and 
26.4 per cent of exports. The share of the rest 
of the world in imports was 30.0 per cent and in 
exports 22.1 per cent, compared with 79 per cent and 
70 per cent, respectively, in 1950. Exports in the first 
nine months of 1951 exceeded those in the entire year 
1950 by 126 per cent. The trade statistics include an 
item, “capital goods, industrial raw materials, and com- 
munications supplies”; it is not known whether these 
imports include war materials received from other com- 
munist states. 
Source: Far Eastern Economic Review, Hong Kong, 


October 18, 1951. 
Taiwan’s Exportable Products for 1952 


In response to a request from the Japanese industrial 
and trade mission visiting Taiwan, the Government of 
Taiwan has made public a list of major commodities 
and their expected exportable volumes for 1952. The 
most important are rice (160,000 metric tons), granu- 
lated sugar (480,000 metric tons), brown sugar (5,000 
to 8,000 metric tons), molasses (100,400 metric tons), 
salt (200,000 metric tons) , cement (150,000 metric tons), 
tea (2,000 metric tons), canned pineapple (300,000 
cases), canned tomatoes (150,000 cases), canned bam- 
boo-shoots (50,000 cases), bananas (800,000 baskets), 
camphor and camphor oil (900 metric tons), and citron- 
ella oil (800 metric tons). 

Source: Chinese News Service, Press Release, New York, 
N. Y., December 26, 1951. 
Dollar Deposit System of Japan 

To replace the convertible yen system that was effec- 
tive through December 31, 1951, the Japanese Govern- 
ment established a foreign currency deposit account 
system on December 22 so that persons engaged in ship- 
ping or insurance, travel agencies, and temporary (6 
months) foreign residents might maintain foreign cur- 
rency deposits. These deposits are restricted to U.S. dol- 
lar and sterling cash accounts, and various limitations 
are placed on their receipts and payments. Control 
over deposit uses is somewhat stronger than it was under 
the convertible yen system. Interest will be paid on 
dollar deposits at the same rate as on general deposits in 
Japan and will be paid either in dollars or in yen. 
Sources: Far East Trader, New York, N. Y., December 

19, 1951; Bank of Japan, Fortnightly Letter, 
Tokyo, Japan, December 27, 1951. 
Schacht’s Report on Indonesia 

The Indonesian Government has released Dr. Schacht’s 

report on the present status of its economy. The political 
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problem of poor security conditions is considered to be 
the Republic’s major difficulty. This tends to discourage 
foreign investment, which is stressed as necessary for the 
country’s economic development. Foreign capital should 
be treated the same as Indonesian capital. The present 
rule requiring 51 per cent Indonesian participation has 
a deterrent effect on foreign investment, because domestic 
capital is not available for such participation. Private 
capital should be encouraged and the Government should 
exert its influence, through ordinances, licenses, and con- 
cessions, for promoting development enterprises. 

The report urges a qualitative restriction for imports 
and the highest priority for the allocation of raw mate- 
rials for the production of export goods. In order to 
increase agricultural production, the report advocates 
the development of cooperatives, the granting of credits 
te small-farmers, and large shifts of population from 
over-populated Java to the other Indonesian islands. 
Dr. Schacht urges prompt improvement of the transport 
system, construction of power plants, and development 
of technical education. 

He also advocates abolition of the “Foreign Exchange 
Certificate” system, which in his view should never have 
been introduced. To replace the income derived from 
these certificates, he advises that import duties, especially 
on luxury goods, be raised. He opposes the system of 
licenses for importers, since they obstruct foreign trade 
development and encourage corruption. He endorses the 
nationalization of the Java Bank and the adoption of 
measures to restore confidence in the Indonesian cur- 
rency, which is considered one of the main factors for 
economic stabilization. 


Source: Aneta News Bulletin, New York, N. Y., Decem- 
ber 8, 1951. 


Philippine Gold Production 

Philippine gold production in the first nine months of 
1951 was 21 per cent greater than in the same period 
of 1950. The value of production, at the rate of P70 
(US$35) per ounce, was P20.4 million and P16.8 million, 
respectively, for the two periods. These figures include a 
small amount of silver recovered as a byproduct of gold 
mining, and also gold recovered by a copper mine. 
Source: The Philippines Trade Review, Manila, Philip- 

pines, November 1951. 


United States and Canada 

U.S. Treasury Finance 

In the six months through December 1951, budgetary 
expenditures of the U.S. Treasury totaled $31.3 billion, 
compared with $19.1 billion in the corresponding period 
of 1950. Nearly all of the increase was accounted for 
by the rise from $9.7 billion to $20.8 billion in national 
security expenditures, including foreign aid as well as 
domestic defense and defense-supporting activities. (The 
category “national security” does not include aid to vet- 
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erans, which amounted to $2.7 billion in the half year, 
nor interest on the public debt, amounting to $2.8 bil- 
lion.) During the half year foreign aid comprised about 
10 per cent of total national security expenditures; stock- 
piling of critical materials—including purchases from 
both domestic and foreign sources—amounted to less than 
$350 million, or 1.6 per cent of the total. In December, 
national security expenditures were running at an annual 
rate of nearly $45 billion, compared with annual rates 
of about $38 billion in June 1951 and $22 billion in 
December 1950. 

Only about one half of the increased expenditures 
were covered by increased budgetary receipts, which rose 
from $18.5 billion in the second half of 1950 to $23.8 bil- 
lion in the second half of 1951. The deficit of $7.5 bil- 
lion was covered by a net surplus of $1.7 billion in gov- 
ernment trust accounts, an increase of $2.7 billion in 
publicly-held debt, and a reduction of $3.1 billion in the 


Treasury balance. 


Sources: Treasury Department, Daily Statement, Wash- 
ington, D. C., June 29 and December 29, 1951. 


Extension of Canadian Gold Mining Assistance 

The Canadian Finance Minister announced on Decem- 
ber 24 that federal assistance to gold mines will continue 
unchanged for another two years; the Emergency Gold 
Mining Assistance Act was scheduled to expire at the 
end of 1951. Mr. Abbott stated: “On October 6, I an- 
nounced that Canadian gold producers would be granted 
access to premium markets for industrial gold and a 
number of mines have already taken advantage of these 
new arrangements. However, despite this new outlet 
the higher cost units in the industry continue to face a 
difficult situation as a result of steadily rising costs. Last 
week a delegation representing the mines presented a 
brief to my colleague, Mines Minister Prudham, and to 
myself in which they pointed out the very serious conse- 
quences which would face the industry if the Emergency 
Gold Mining Assistance Act were terminated as scheduled 
at the end of 1951. 

“The Government has given consideration to these 
representations regarding the position of the industry 
and has decided to introduce legislation in the next 
session of Parliament to extend the Emergency Gold 
Mining Assistance Act for a further period of two 
calendar years. It will be proposed to Parliament that 
the formula for calculating assistance to the mines be 
continued on the same basis as at present. The Inter- 
national Monetary Fund has been consulted regarding 
the proposal for the extension of the act and has raised 
no objection. The Government has decided that mines 
should have the opportunity at quarterly intervals of 
electing to take advantage of the premium market and to 
forego assistance under the act. A mine may make 
its election effective the first day oi any quarter of 1952 
or 1953, but once the election has been made it will be 


INTER! 
bindix 


Source 


Relax 
Effe 
consul 
from 
chang 
for ne 
for a 
rentec 
mobil 
The I 
tionar 
tions 
shouk 
hesita 
Source 





tt that 
1es be 
Inter- 
arding 
raised 
mines 
als of 
and to 
make 
f 1952 
vill be 


INTERNATIONAL FinanciaL News Survey, January 18, 1952 


binding for the remaining portion of that year.” 


Source: The Wall Street Journal, New York, N. Y., 
December 26, 1951. 


Relaxation of Credit Restrictions in Canada 


Effective January 14, the Canadian Government relaxed 
consumer credit restrictions by extending the credit period 
from 12 months to 18 months, and by other smaller 
changes. Down payments—one half of the purchase price 
for new and used passenger automobiles and one third 
for all other consumer goods—are unchanged. All 
rented goods exclusively for business use, except auto- 
mobiles and motorcycles, are freed from restrictions. 
The Finance Minister stated that, if later in 1952 infla- 
tionary pressures should decline, some additional relaxa- 
tions might be made; if, on the other hand, the pressures 
should become more intense, the Government would not 
hesitate to tighten up again. 

Source: Statement by Minister of Finance on Consumer 
Credit Regulations, Ottawa, Canada, January 
10, 1952. 


Latin America 
Mexico’s Oil Production and Sales 


In a year-end review, the director of Petroleos Mexi- 
canos stated that by the end of 1951 crude petroleum 
production had reached a daily average of 230,000 
barrels and that crude oil stocks totaled 1,423,990,000 
barrels and distillate stocks 8,850,000 barrels. He also 
announced the discovery of five new oilfields. 

Receipts from domestic sales and exports of petroleum 
were equivalent to US$207 million in 1951; by the end 
of 1952 they are expected to reach US$231 million. 

A contract has been signed, providing for the export 
to the United States of 1 million barrels of crude oil 
from the new Robon Grande field. 

Source: The Journal of Commerce, New York, N. Y., 
January 8, 1952. 


Foreign Capital in Brazil 


President Vargas, in a speech at the end of 1951, 
referred to the services remittances on foreign capital in 
Brazil which have been effected under Decree Law 9025 
of February 27, 1946. This law established annual maxi- 
mum limits on such remittances of 8 per cent for interest, 
profits, and dividends and 20 per cent for repayment of 
capital. In April 1946 the Bank of Brazil issued regula- 
tions under this decree, and in the definition of “capital” 
provided that unremitted profits in excess of the 8 per 
cent limit could be added to registered capital. Sub- 
sequently, the calculation of the 8 per cent remittance 
was based on the capital originally registered plus capital- 
ized accumulated profits. In his recent speech, President 
Vargas claimed that these excess profit remittances should 
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have been considered tranfers of the original capital 
invested in Brazil. 

A new decree—No. 30363 of January 3, 1952—pro- 
hibits the capitalization of profits insofar as remittances 
under Decree Law 9025 are concerned. Under this new 
decree, the return of foreign capital under Decree Law 
9025 is assured, but this extends only to the original 
investment. The limits of 8 per cent and 20 per cent 
are not altered but must henceforth be based strictly 
on the amount of the original investment. Repayment 
of principal cannot exceed 20 per cent a year except for 
investments in public securities in which case the prin- 
cipal can be remitted after two years. These time limits 
can be modified by the Superintendencia da Moeda e 
Credito. Remittances in excess of 8 per cent will be 
considered transfers of capital, and the necessary deduc- 
tions from original registered capital investment will be 
made. Where the remittances have already exceeded the 
limits based on the original investment, the new decree 
voids the authority under which such remittances were 
made. 

According to President Vargas, the amount of foreign 
investments registered in 1948 with the Bank of Brazil 
totaled 12.7 billion cruzeiros; this increased to 15.5 bil- 
lion in 1949 and to 25.1 billion in 1950. Of the last 
amount, only 9.4 billion could be considered as capital 
actually brought into the country, more than 15.7 billion 
representing accumulated profits which were not remitted 
but which were incorporated into capital. The remittance 
of interest, dividends, and profits has been as follows: 
791 million cruzeiros in 1948; 883 million in 1949; 
1,028 million in 1950. The President said that if the 
8 per cent limit had been enforced these remittances 
would have been considerably less. 

Subsequently, the Minister of Finance stated that the 
right to amortize capital in five years could be considered 
fair treatment of foreign capital; that the limit of 8 per 
cent on profits was above the rate in numerous other 
countries; and that he believed that the excess should 
not be guaranteed by the Government. While such 
excess is a part of the foreign investment, it is of a 
national character and should therefore not enjoy privi- 
leged treatment. However, the Minister added, when the 
exchange situation permits, these restrictions, which do 
not exist in Brazil alone, will tend to be eliminated. 
(For example, the Superintendencia da Moeda e Credito 
had lifted the 8 per cent and 20 per cent limitations 
between August 1946 and June 1947 because of the 
more favorable exchange situation then existing.) 
Sources: Brazilian Government Trade Bureau, Brazilian 

Bulletin, January 1, 1952, La Prensa, January 
3, 1952, and the Journal of Commerce, January 
8 and 10, 1952, New York, N. Y.; Brazilian 
Embassy, Boletim Radiotelegrafico do Ministério 
das Relacées Exteriores, Washington, D. C., 
January 3 and 10, 1952. 
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Export-Import Bank Loan to Bolivia 

The Export-Import Bank of Washington has approved 
a loan of $1 million to the Bolivian Tin & Tungsten 
Mines Corporation, to finance the expansion of tungsten 
production. These mines, which have been producers 
of tungsten for several years, have extensive ore reserves. 
The loan will be used to purchase mining and milling 
machinery and equipment, and to meet certain costs of 
exploration and development. The mining company will 
also make a substantial investment for the increase of 
production. 

The operators of the mine will sell to the U.S. Emer- 
gency Procurement Service the tungsten produced in 
1952-57. If the loan is not previously liquidated by 
prepayments resulting from shipments to the Emergency 
Procurement Service, any outstanding balance will be 
repaid in six semi-annual installments beginning in June 
1954, with interest at the rate of 5 per cent per annum, 
payable semi-annually. 

Sources: La Razén, La Paz, Bolivia, November 3, 1951; 
The Export-Import Bank of Washington, Press 
Release, Washington, D. C., December 20, 1951. 
Paper Mill in Peru 

The Peruvian Amazon Corporation reports that French 
interests are planning to finance and equip a newsprint 
mill near Iquitos, at an estimated cost of US$4.5 million. 
The plant will fully satisfy domestic demand, which 
is around 11,000 metric tons, at a cost estimated to be 
from $110 to $120 per metric ton. It is expected the 
plant will be enlarged later, so that newsprint will be ex- 
ported to France and other countries. 

Source: Andean Air Mail and Peruvian Times, Lima, 


Peru, December 7, 1951. 


Other Countries 


South Africa to Issue New Loan in Switzerland 
Negotiations between Swiss private banks and the 


South African Minister of Finance have resulted in an 
agreement to issue in Switzerland a South African loan 
of 60 million Swiss francs (US$14 million). The interest 
will be 4 per cent and the duration of the loan 18 years. 
Repayments will be made either in Swiss francs or in 
South African pounds, the creditors having the option 
to choose between these two currencies. Payments of 
interest and amortization will be effected outside the 
European Payments Union or any other payments or 
clearing agreement which is in force at present or may 
be concluded in the future. The proceeds of the loan will 
be used exclusively for financing production in the Union 
of South Africa. 
Source: Agence Economique et Financiére, Paris, France, 
January 11, 1952. 
South African Interest Rates 
The South African Minister of Finance has announced 
that the interest rate on government loans and advances 
is to be raised from 314 to 4 per cent. This follows the 
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recent action of building societies in raising rates of 

dividends and interest by one half of 1 per cent. 

Source: New York Herald Tribune, Paris, France, Janu- 
ary 1, 1952. 


South African Building Restrictions 

The South African Minister of Economic Affairs has 
announced the prohibition of the use of steel and cement 
for the erection of certain types of building. The steel 
supply situation has been affected by recent cuts in steel 
exports from Great Britain and the United States, and by 
unavoidable delays in reaching the South African steel 
works’ full rate of output of about 1 million tons. 
Sources: Cape Times, Cape Town, Union of South 

Africa, November 26 and 27, 1951. 


Gold Coast 
The Government of the Gold Coast has authorized 


the sale on the free market of 40 per cent of the gold 
produced, provided payment is made in dollars. The 
gold must be in processed or semi-processed form. Affi- 
davits certifying that the export is for a legitimate indus- 
trial, artistic, or professional purpose are required, and 
the buyer must have a valid import license into the 
country of final destination. 


Source: Barclays Bank (Dominion, Colonial, and Over- 
seas), Overseas Review, London, England, 
November 1951. 


Resignation of Deputy Managing Director 

On January 10, the President of the United States 
nominated Mr. A. N. Overby, Deputy Managing Director 
of the Fund, as Assistant Secretary of the Treasury. In 
this position Mr. Overby would assist Secretary Snyder 
on public debt management, relations with the Federal 
Reserve System, and international finance. Mr. Overby 
has been serving as Deputy Managing Director of the 
Fund since February 9, 1949, prior to which he served 
as U.S. Executive Director of the Fund from July 1, 
1947. Mr. Overby has submitted his resignation as 
Deputy Managing Director of the Fund, to become effec- 
tive when his nomination has been confirmed by the 
U.S. Senate. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Office of Public Relations 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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